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Montana Dépdrtmén of Revenue

Change in Property Taxes Paid by Percentage
House Bill 658 (as amended) Comparing Tax Year 2008 to Final Year of Phase-In

The following charts compare the estimated change in property taxes paid by residential
property owners, statewide and by each county, as follows:
> The grey bars compare the change from tax year 2008 to the final year of phase—in
(TY2014) under current law; and
> The green bars compare the change from tax year 2008 to the final year of phase-in
(TY2014) under House Bill 658 (HB 658), as amended.

Assumptions Used in Creating the Charts
Tax rates and exemptions used in HB658 as amended:

Class 3 Class 4 Class 10
Tax  Agricultural Property Residential Property = Commercial Property Forestland
Year Tax Rate Exemption Tax Rate Exemption Tax Rate Tax Rate
2009 2.85% 35.90% 2.85% 15.30% 2.85% 0.32%
2010 2.70% 37.40% 2.70% 15.50% 2.70% 0.30%
2011 2.57% 38.70% 2.57% 15.70% 2.57% 0.28%
2012 2.45% 39.90% 2.45% 15.90% 2.45% 0.26%
2013 2.35% 41.10% 2.35% 16.40% 2.35% 0.24%
2014 2.25% 42.00% 2.25% 16.60% 2.25% 0.23%

Constancy of taxable values

* The taxable value of all classes of property not subject to reappraisal is held constant in
order to isolate the estimated change in taxes under HB 658 that is due to reappraisal (as
shown by the green bars). Any tax liability change is, therefore, due solely to the change in
valuations in the reappraisal classes.

Mill levies

e The mill levies for local governments are assumed to adjust to offset any increase or
decrease in the tax base. The new adjusted mill levy, when applied to the new tax base, will
result in the same property tax revenue with an inflationary adjustment.

e The general fund mill levy for schools is determined by the school funding model.

e Mill levies for the state (101 mills in total) remain at that level.




How to Read the Charts

The grey bars represent the percentage change in residential property taxes paid under current
law. The green bars represent the percentage change in residential property taxes paid under
HB 658 as amended.

If the peak for the green bars is to the left of the peak for the grey bars, then the majority of
taxpayers will pay less under HB 658 than under current law. If the peak of the green bars is to
the right of the peak for the grey bars, then a majority of taxpayers will pay more under HB 658
than under current law.

It is important to remember that these charts show percentage changes. A $10 change in
property taxes will represent a higher percentage for a $100,000 home than for a $500,000
home. Therefore, counties with lower valued residential properties may have greater
percentage changes than counties with higher valued residential properties.

Determining Actual Property Taxes
For each residence, the property tax paid is impacted by two factors:

1) The change in value due to reappraisal; and
2) The change in mill levies applied to the value of the property.

As property values chahge, the tax base for local governments and schools also changes.

Mill levies for local governments (counties and cities) adjust to offset any increase or decrease
in tax base value. Therefore, local government taxing jurisdictions receive the same amount of
revenue regardless of the mitigation approach chosen.

Non-general mill levies of schools also adjust as the tax base changes. The amount of
adjustment to permissive school mills is also limited under various sections in Title 20 of the
Montana statutes.

Revenue Neutrality Bar Graphs

Following the county-by-county comparison graphs there are two larger bar graphs that
demonstrate the “revenue neutrality” of HB658 as amended by comparing the relative shifting
that occurs between all of the property tax classes. The first graph shows the impact and
shifting between the property tax classes based solely on the policy impacts of HB658 as
amended. The second graph shows both the policy impact as well as the additional influence of
Section, 15-10-420, MCA.

Percent of Income Line Graphs ,
Finally, there are two line graphs that illustrate the comparison between property taxes paid and
income. The first line graph illustrates the percentage of property tax paid to income level,
comparing this data in Tax Year 2008, under current law, to the changes under HB658 as
amended. The second graph illustrates the change to actual property taxes paid under HB658
as amended compared to current law in Tax Year 2008.
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